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had a significant statistical weight on both developed and developing 
countries. The latter embodies determinants may be more susceptible to 
development and may be a catalyst in attracting FDI. Annex 2.A shows the 
effect of each variable on FDI. 
Figure 2.1. FDI flows as a percentage of world GDP (1970-2011) 
Source: Own elaboration with data from United Nations Conference on Trade and 
Development (UNCTAD).   
2.2.1.  Basic determinants 
According to the literature, there is increasing evidence and consensus 
about the significance of these basic variables. They are grouped and 
described below in the following order: market size and growth, trade 
openness, infrastructure, labour costs, and macroeconomic environment. 
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2.5. Results 
Before moving on to the results of the panel data analysis for the 
determinants of FDI, this chapter considers some descriptive evidence. 
Figure 2.4 presents the dispersion of informality (X axis) and FDI (Y axis) 
for the average period 1996 to 2009 for all countries analysed. At first 
appearance, there is a negative relationship, but it is only a general 
overview inasmuch as other variables can influence the dependent variable, 
and these are not taken into account. Figure 2.5 shows the evolution of both 
variables mentioned through the period 1996 to 2009. As can be seen, the 
FDI has been raised while informality is decreasing, but the figure must be 
analysed carefully, as it includes developed and developing countries; the 
latter are analysed separately. 
Figure 2.4. Informality (x) and FDI (y) - Country average of period 96-09 
?
Source: Own elaboration with data from UNCTAD and WB.  
0
20
40
60
80
100
120
140
160
0 10 20 30 40 50 60 70
?33 
Figure 2.5. FDI and informality - Average of all countries (65) 
Source: Own elaboration with data from UNCTAD and WB.
The descriptive statistics for the rest of the variables considered in this 
study can be seen in Tables 2.3 and 2.4. In the case of Table 2.4, note the 
heterogeneity of the value of variables taken into account among countries, 
as expressed in the differences between minimum and maximum. As shown 
in Table 2.3, the different control variables and the variable of interest have 
different degrees of association. The Variance Inflation Factor (VIF) is used 
to test multicollinearity among the independent variables and it is not 
found among the variables. The test values of the VIF are below 4.63, 
which is below the accepted limit. The variable of interest and the different 
institutional variables considered in the study were subjected to the 
exogeneity test proposed by Mackinnon (Wooldridge, 2003), meaning that 
it was not necessary to include instrumental variables in the panel data 
analysis4. 
???????????????????????????????????????? ??????????????????
4 The results have not been included but are available upon request to the author.?
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Figure 4.1.  Capital, labour and efficiency - 2012                                                
?
Source: Own elaboration with data from ENAMIN. 
?
Figure 4.2. Capital, labour and output – 2012 
? ?
Source: Own elaboration with data from ENAMIN.
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